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Conference of Technicians of Central 





December 2, 1949 


Banks of American Continent 


The Second Conference of Technicians of Central 
Banks of the American Continent is being held in 
Santiago, Chile from December 2 to December 17, 1949, 
under the auspices of the Central Bank of Chile. The 
First Conference was in Mexico City in 1946. 

The delegates from the International Monetary Fund 
at the Second Conference are Mr. Hector Santaella, 
Alternate Executive Director, Mr. E. M. Bernstein, Di- 
rector of Research Department, Mr. Walter R. Gardner, 
Chief of the Balance of Payments Division, Mr. Jorge 
Del Canto, Chief of the Latin American Division (South), 
and Miss Mary Gumbart, Economist in the Balance of 
Payments Division. 

The Conference agenda covers a wide range: recent 
inflationary and deflationary tendencies, and problems 
of anticyclical policy; exchange problems; the impor- 
tance of monetary policy and its functions within the 
general policy of economic stability; technical problems, 
covering statistical procedures, balance of payments plans, 
and national income calculations; and central bank 
cooperation. 

Delegates to the Conference will report on develop- 
ments in their countries in the postwar years, particularly 
in respect of inflationary or deflationary developments, 


Europe 


london Stock Exchange Prices 


On November 11, the day after the fall in gilt-edged 
stocks in London had carried the price of 4 per cent 
consols to 98-7, there was some official support for the 


market, and prices of long-dated securities gained 3 
points. The Economist considers that the market was 


oversold, and that very little support was enough to ensure 
covering by bears. Since then, there have been no offi- 
cial purchases, but it is understood that the government 
broker will buy at prices rather below current levels. 
Trading has been narrow and the market has shown 
little change. The Financial Times index of industrial 
ordinary shares, which touched 100 two weeks previously, 
was 102.8 on November 25. 

Sources: The Economist, November 19, 1949, The Times, 
November 23, 1949, and The Financial Times, 
November 26, 1949, London, England. 





measures taken to combat inflation, measures taken by 
Governments and Central Banks in connection with anti- 
cyclical policy, and the results of such measures. 

Discussions of exchange problems will cover the dollar 
scarcity; the problem of inconvertible balances; the con- 
sequences of a reorientation of the foreign trade of 
Latin America toward Europe; multiple rates, and the 
advisability and possibilities of their gradual abandon- 
ment; the establishment of monetary parities; and the 
significance and functions of a free foreign exchange 
market. 

In connection with monetary policy, the Conference 
will examine the possibility of economic development 
without inflation, the contribution of Central Banks to the 
promotion of production through the rechannelling of 
national savings, specialized institutions for agrarian and 
industrial credit, and problems of international invest- 
ment, both private and official, and its relation to mone- 
tary policy and economic stability. 

In addition to participating in the general deliberations 
of the Conference, Fund representatives will work 
with a special committee which will study the possibilities 
of adopting a more simplified outline for the collection 
and presentation of balance of payments statistics. 





U.K.-Belgium Agreement 


An understanding has been reached by the United 
Kingdom and Belgium on trade and payments in the 
period up to March 31, 1950. It is based on arrange- 
ments previously in force and takes account of the desire 
of both governments to avoid settlement in gold. The 
level of U.K. imports from the Belgian monetary area 
will be related to developments in the balance of pay- 
ments between the sterling and Belgian monetary areas. 
Source: The Times, London, England, November 19, 

1949, 


French Budget for 1950 
The French budget for 1950, which will be under 


discussion during the next few weeks, estimates expendi- 
tures at 2,300 billion francs and revenue from taxation 
at around 1,810 billion francs. The difference is to be 
covered by 250 billion francs from the counterpart fund 
and 240 billion francs from borrowing either by the 
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Treasury or by nationalized enterprises. In 1949, long- 
term borrowing will provide 200 billion francs, so that 
bank borrowing will amount to only about 100 billion 
francs (against about 300 billion in 1948). Prior to 
1949 the gap between total expenditures and revenue 
was covered by foreign loans or counterpart funds and 
by short-term borrowing, including advances of the 
Bank of France. 

Expenditures in the proposed budget are 350 billion 
francs—in current prices—above those in the 1949 
budget. The increase is due chiefly to higher salaries 
for government personnel (by 90 billion francs), higher 
military expenditures (by about 50 billion francs), and 
higher investment expenditures (by about 150 billion 
francs). The revenue estimate is about 360 billion francs 
above the 1949 figure, i.e., slightly greater than the in- 
crease in total expenditures. Treasury accounts, which are 
outside the budget, are presumably expected to balance. 

The 1950 budget, like that for 1949, is in three sections 
(excluding Treasury accounts which by 1950 will be al- 
most completely eliminated, being gradually reclassified 
in the budget itself). The first section, “ordinary budget, 
civil expenditures,” covers current government services 
and current investment of public authorities (such as 
schools, highways, etc.) ; these expenditures are estimated 
at 1,140 billion francs in 1950 (880 billion francs in 
1949). Section II, “ordinary expenditures, military ex- 
penditures,” foresees expenditures of 420 billion francs 
(370 billion in 1949), of which 280 billion is for national 
defense, 115 billion for Indo-China, and 25 billion for 
the other Overseas Territories. The third section, the 
“extraordinary budget,” includes “reconstruction expendi- 
tures” (i.e., war damage compensation, reconstruction of 
national railroads and of the merchant marine) of 330 
billion francs (about 300 billion in 1949) and “invest- 
ment expenditures” (i.e., advances of the Government to 
finance the Monnet Plan) of 410 billion francs (about 
300 billion in 1949). 

Revenue from taxation is estimated as 25 per cent 
above that in 1949. This increase does not by any means 
solve the fiscal problem in France, and it may even tend 
to worsen it. It is the result rather of increases in rates 
than of any reform in the assessment system which is 
long overdue. On the whole, the share of direct taxation 
will not be increased, and the contradiction between high 
rates and low yields will persist. 


Source: Le Monde, Paris, France, November 18, 1949. 


Dollar Quotations on Free Market in Brussels 


As of November 30, 1949, the daily rate of the U.S. 
dollar in Belgium will be allowed to fluctuate within 
narrow limits on the Brussels foreign exchange market. 
The limits of fluctuation will be the upper and lower gold 
points between Brussels and New York which are less 
than 1 per cent above and below the official par value 
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of Bfr 50 to US$1. All operations in dollars have pre- 
viously been settled at the fixed buying rate of B fr 49.85 
and the selling rate of Bfr 50.15. 

This decision does not affect the official par value of 
the Belgian franc. It respects the Article of the Fund 
Agreement which authorizes a 1 per cent spread between 
buying and selling rates, and it establishes for the dollar 
the same regime adopted for the Swiss franc since No- 
vember 13, 1949 (see this News Survey, Vol. II, p. 142). 

Since that date, commercial banks and foreign exchange 
brokers residing in Belgium have been authorized to 
transact arbitrage operations between the U.S. dollar, the 
Swiss franc, and the Belgian franc. Under this system 
abnormal arbitrage operations have developed. While the 
Swiss franc rate has fluctuated freely both in Switzerland 
and in Belgium, the dollar rate has fluctuated freely in 
Switzerland but not in Belgium, where transactions have 
taken place at the official buying rate of B fr 49.85 and 
the selling rate of B fr 50.15 to US$1. Disparities there- 
fore arose between the dollar rates in the Swiss and 
Belgian markets, causing an abnormal volume of trans- 
actions. A drop in the dollar rate in Switzerland induced 
Belgian commercial banks to buy Swiss francs against 
Belgian francs, using the Swiss francs to buy lower-priced 
dollars in Switzerland, which could then be sold to the 
Belgian National Bank at the fixed buying rate of B fr 
49.85 to US$1. Such operations would swell abnormally 
the demand for Swiss francs in Belgium and raise the 
Swiss franc rate, which could then be held down only 
by selling gold to Switzerland. The effect of the measure 
now announced is to relieve the Belgian National Bank 
of the cost of replenishing its gold holdings from New 
York with the dollars derived from Switzerland. 
Source: The Wall Street Journal, New York, N.Y., 

November 30, 1949. 


Netherlands Gold Reserve 


The balance sheet of the Netherlands Bank shows an 
increase in gold holdings of 128 million guilders (US$33.7 
million) as of November 21, 1949. The official comment 
explains that the Netherlands Bank has been forced 
during the first year of ECA assistance to use part of its 
gold reserves to pre-finance ECA aid. During the past few 
months ECA disbursements have been so much larger 
then pre-payments that the amount needed for this pur- 
pose has been materially reduced. Part of the dollars 
that have thus become available have now been used to 
replenish the reserves. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, November 23, 1949. 


Danish Foreign Trade After Devaluation 


Immediately after the devaluation of the Danish krone, 
the Government expressed optimistic views concerning 
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increased exports; for imports it anticipated price in- 
creases on goods from the dollar area only. Actual de- 
velopments, however, have differed somewhat from ex- 
pectations. 

The United Kingdom has raised the prices of a number 
of exports to Denmark. Price increases on raw materials, 
such as rubber, wool, textile raw materials, and coal, 
will substantially affect Danish costs of production. An 
increase in the price of bunker oil may thwart Danish 
hopes of greater earnings from the merchant fleet, parti- 
cularly as the freight market has not been stimulated by 
devaluation. The published British lists of freed imports 
present possibilities for only a few products, and they 
are of no great importance to Denmark. There is much 
concern in Denmark over the long term British-Danish 
agricultural export agreements. According to these agree- 
ments, prices are subject to an annual adjustment of not 
more than 7.5 per cent up or down. The Danes may 
insist, when trade negotiations are resumed, that prices 
be raised more than the limit, although there was no 
devaluation clause in the agreements. 

At first, high hopes were placed on increased exports 
to Switzerland and Belgium, but it then became clear that 
a large part of any increase to these countries would cover 
only the increase, due to devaluation, in the existing short- 
term debt. The payments agreement debt to Switzerland 
has risen from DKr 40 million to DKr 55 million, and to 
Belgium from DKr 70 million to DKr 88 million. More- 
over, in exporting to these countries, international com- 
petition must be reckoned with. The Netherlands can 
still underbid Denmark on the Belgian market, as Den- 
mark must pay higher duties, and there are small pros- 
pects for repaying Belgium soon. (For a report of the 
effects of devaluation on butter exports to the United 
States see this News Survey, Vol. II, p. 159.) 

In two respects, devaluation plays a significant role in 
the trade relations between Denmark and Western Ger- 
many. On the one hand, the deficit arising from coal pur- 
chases must be settled, according to the terms of the 
trade agreement, in U.S. dollars, which now cost 44 per 
cent more. On the other hand, the German mark was 
devalued less than the Danish krone, which means that 
German goods will be more expensive. 

Devaluation has also caused difficulties in negotiations 
with Poland. Poland’s position is strong and the recent 
rise in British coal prices has exerted a decisive influence 
on the negotiations. Denmark has found it necessary to 
accept Polish price demands, which will mean a price rise 
of about 25-30 per cent. As Poland wants part of the 
coal deliveries paid for in dollars, it has not yet been 
possible to reach an agreement. 

Denmark may have to seek new methods to overcome 
her foreign trade difficulties, and several proposals to 
this effect have been made. The idea of three-way Danish- 
West German-East European trade has been revived. 
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Under this plan, Danish foodstuffs would go to Germany, 

German manufactured goods to Eastern Europe, and 

East European fodder to Denmark. 

Sources: Neue Ziircher Zeitung, Zurich, Switzerland, 
October 7, 1949; Harald R. Martinsen, Danish 
Letters, Copenhagen, Denmark, November 25, 
1949, 


Russian Oil to Denmark 


The U.S.S.R. will deliver 15,000 tons of fuel oil to 
Denmark before the end of the year. While the Russian 
price is somewhat higher than the American, the freight 
costs will be cheaper and the retail price will therefore be 
about the same as for British and American oil. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, November 22, 1949. 


Norwegian Merchant Marine 


As of November 1, 1949 the Norwegian merchant 
marine totaled 4.98 million gross register tons (GRT), 
which is 0.2 million more than the largest prewar tonnage. 
Norwegian shipowners have ordered 313 ships, of 1.81 
million GRT, to be delivered in the coming years. One 
third of the new tonnage will be built in Sweden and an 
equal amount in the United Kingdom; the rest will be 
built in Norway and other European countries. 

Source: Norges Handels og Sjfartstidende, Oslo, Nor- 
way, November 25, 1949. 


Swedish Balance of Payments 


According to the latest estimates, the Swedish balance 
of payments for 1949 will be in equilibrium. The import 
plan amounts to SKr 4.2 billion, of which SKr 3.7 bil- 
lion will be covered by receipts from exports, and the rest 
by net receipts from invisibles. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, November 22, 1949. 


Swedish-Russian Trade 
Since Sweden and the U.S.S.R. signed the SKr 1 bil- 


lion credit agreement in December 1946, Sweden has 
delivered goods valued at about SKr 97 million. Orders 
placed by the Soviet Union amount to some SKr 375 
million, of which deliveries will be made during 1950-52. 

A trade and payments agreement between the two 
countries stipulated that, whenever either party has a 
claim exceeding SKr 0.5 million, the balance is to be 
settled in U.S. dollars. Trade in each direction was 
originally estimated at SKr 100 million annually, but the 
actual amount has been much smaller. The U.S.S.R. has 
had an export surplus with Sweden, and at the end of 
1948 Sweden owed the U.S.S.R. some SKr 30 million. It 
was then agreed, however, that the balance should not 
be paid in dollars, as provided by the payments agree- 
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ment, but through increased Swedish exports. The plans 
for 1949 trade provided that Sweden should export goods 
valued at SKr 45 million, against imports of SKr 23 
million, and actual developments this year have been 
largely along the lines foreseen in these plans. 

As a result of the devaluation of the Swedish krona, 
Sweden’s liability to the U.S.S.R. has increased by about 
SKr 12 million. The annual trade and payments negotia- 
tions between the two countries are now going on. 


Sources: Finanstidningen, Stockholm, Sweden, October 
29, 1949; Norges Handels og Sj¢fartstidende, 
Oslo, Norway, November 17, 1949. 


Finland’s Trade and Payments Agreements 


At the end of October Finland concluded a trade 
agreement with Czechoslovakia, providing for an exchange 
of goods valued at US$12 million in the year beginning 
October 1, 1949. During the corresponding period of 
1948-49, Finnish exports (f.o.b.) to Czechoslovakia 
amounted to about US$4.5 million and imports (c.i.f.) 
to about US$8.5 million. 

An expansion of trade has also been provided for by 
a trade agreement concluded recently by Finland and 
Italy. In 1948 there were only private compensation 
transactions between the two countries, and trade was 
negligible. Under the new agreement, payments will be 
effected through a U.S. dollar clearing account. 
Sources: Central Statistical Office, Commerce Exterieur, 

Helsinki, Finland, October and December 1948, 
and June and September 1949; Neue Ziircher 
Zeitung, Ziirich, Switzerland, October 31 and 
November 5, 1949. 


Italy’s Revised Dollar Balance of Payments Estimates 


A revision of Italy’s dollar balance of payments plan 
for the period July 1949-June 1950 is under considera- 


tion.-by- the Italian Government becalseé ‘of the’ expected’ 


change in the ECA aid in that period. Under the new 
plan, the merchandise accounts would show a deficit of 
$458 million, food and agricultural products accounting 
for nearly 29 per cent and equipment and machinery for 
27 per cent of estimated dollar imports. Invisible accounts 
would show a net surplus of $24 million, so that the 
over-all dollar deficit would be $434 million. This deficit 
compares with an ECA allocation for the period which 
is not expected to exceed $390 million. The difference 
would therefore have to be covered from Italian dollar 
reserves. 

The revision is based on estimates for both trade and 
invisible accounts which are close to the actual results 
for the first six months of 1949. According to Italian 
trade statistics, the trade deficit with the dollar area 
(Western Hemisphere minus Argentina) during that 
period was in fact $237 million. 
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Source: Economic News from Italy, New York, N.Y., 
November 25, 1949. 


Western Germany-Belgium Trade Agreement 


A new trade agreement between Western Germany and 
Belgium-Luxembourg, the year October 1, 1949 to Sep- 
tember 30, 1950, provides for a substantial increase in 
the volume of trade and for some relaxation of controls, 
Each quarter, Western Germany will allocate the equi- 
valent of US$20 million for imports from Belgium and 
Luxembourg, and importers will be allowed considerable 
leeway in choosing the goods to be received. Some 
quantitative controls will be retained, however, for im- 
ports of fresh vegetables, fish, seeds, wine and other 
beverages, soap, and certain products of the electrical 
and radio industries; the value of such imports is limited 
to $3.4 million. Belgium and Luxembourg have also re- 
laxed import restrictions against West German goods, 
but without fixing a maximum quarterly value except 
for live animals, fish, potatoes, hops, rye, certain seeds, 
and flowers; these are not to exceed $3.5 million. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, No- 
vember 19, 1949. 


Industrial Production in Czechoslovakia 


During the ten months January-October 1949, output 
of Czechoslovak industries excluding food, for which 
production results have not been disclosed, exceeded the 
goal of the Five-Year Plan for that period by 1.8 per cent. 
The fulfillment of targets lagged behind in some in- 
dustries during the summer months, but subsequently 
there was considerable improvement so that at the end of 
October only the following branches were slightly below 
the planned targets: glass 5.3 per cent, building materials 
1.6 per cent, heavy machinery 1 per cent, and paper 0.3 
per cent. Some enterprises announced the fulfillment or 
the overfulfillment of their whole-year targets in the 
ten-month period. > 3 | 
Source: Hospodar, Prague, Czechoslovakia, November 


17, 1949, 


Middle East 


Egypt’s Foreign Trade 


During the first three quarters of 1949, Egypt’s imports 
were valued at £E127.7 million (£E1 = US$2.87), un- 
changed from the same period in 1948, while exports 
declined from £E105.2 million to ££94.5 million. The 
export decline was due mainly to a drop in cotton ex- 
ports, from £E82 million to about £E73.8 million. 

Trade with the United Kingdom was maintained at a 
high level in the first half of 1949, with imports amount- 
ing to about £E20 million. At the present rate, however, 
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by the Anglo-Egyptian agreement, will be fully met. 

Sources: L’Observateur, Cairo, Egypt, November 11, 
1949; Journal du Commerce et de la Marine, 
Alexandria, Egypt, November 17, 1949. 


























Trade Policy in Egypt 














The Egyptian Government hopes to acquire 108,000 
metric tons of wheat by bartering cotton for wheat from 
the United States or Canada. It will also fix the price of 
rice at £E46.6 (US$133.7) per ton and permit its export 
to hard currency areas only. 


Source: Al Misri, Cairo, Egypt, November 17, 1949. 















































Turkey’s Office of Soil Products 


Turkey’s Office of Soil Products, which was established 
in 1938 as a State enterprise with the primary purpose 
of stabilizing farm prices and stockpiling cereals, incurred 
a loss of LT19.2 million (LT2.80 = US$1) in 1948. This 
loss, which will be met by the Turkish Treasury, is ex- 
plained largely by the fact that no cereals were exported 
in 1948 and that the prices of cereals sold for domestic 
consumption were fixed below cost. 

At the end of 1948, the Office had capital of LT15.2 
million and reserves of LT14.4 million. The Office has 
no operating fund and its resources are very inadequate 
for financing the purchase and the storage of stocks, 
which may run to a million tons annually. The existing 
storage facilities, in which LT27.1 million is invested, 
are for about 400,000 tons. The Office therefore borrows 
heavily from the Central Bank to finance its operations; 
at the end of 1948, such borrowings amounted to LT179 
million. A part of the borrowings remains unpaid each 
year, since government departments, such as National 
Defense, to which the Office grants loans for purchasing 
cereals, are not allotted sufficient funds in the general 
budget to make repayment. At the end of 1948, the out- 
standing credits of the Office were LT72 million, of which 
LT47.2 million was charged to national defense. 

Source: Ulus, Ankara, Turkey, November 17, 1949. 




















































































lran’s Development Plan 


Since September 19, Iran’s Planning Organization, 
which is in charge of the country’s seven-year develop- 
ment plan (see this New Survey, Vol. II, p. 129), has 
approved projects for railroad construction and two 
sugar refineries at a total cost of about 1,576 million 
rials (32 rials = US$1). 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D.C., November 
14, 1949. 




































































Export-Import Bank Loan to Afghanistan 


The Export-Import Bank of Washington has authorized 
a credit of $21 million to the Government of Afghanistan, 

















it is unlikely that the import target of £E47 million, set 
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to assist in financing the costs of equipment, materials, 
and services, including offshore purchases of fuel oil 
and lubricants for the Kasakai Dam and the completion 
of the Boghra canal system in the Helmand River Valley. 
The advances under the credit are repayable semian- 
nually over 15 years and bear interest of 344 per cent. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., November 23, 1949. 


Far East 


Export Promotion in India 


Acting on the recommendations of the Export Pro- 
motion Committee, the Government of India has decided 
to take a number of steps designed to expand India’s 
exports. The most important are (1) control of excessive 
speculation, (2) liberalization of export control, espe- 
cially on manufactured goods, (3) simplification of the 
licensing procedure, (4) special help for export industries 
and trade by liberal allocation of controlled raw materials, 
supply of packing material, and provision of transport, 
(5) revision of export duties wherever possible, and (6) 
removal of a provincial sales tax on exports. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 16, 1949. 


Anti-Inflationary Measures in India 


As part of its anti-inflationary drive, the Government 
of India has decided to reduce the salaries of Govern- 
ment officials drawing Rs3000 or more per month (about 
US$600). The Central Government Ministers also have 
volunteered to accept a 15 per cent cut in their salaries. 

Furthermore, a scheme of compulsory saving, at grad- 
uated rates, will be enforced for government employees 
with salaries of Rs250 (about US$50) or more per month., 
The scheme will be in operation from December 1, 1949 
to March 1, 1952. Similar schemes in respect to other 
sections of the population are under consideration. 
Source: Reserve Bank of India, Indian New Digest, 

Bombay, India, November 16, 1949. 


Foreign Exchange Rates in China 


Official exchange rates for U.S. dollars as announced 
by the Communist Bank of China in the first week of 
November were PB4,400 (People’s Bank Notes) in 
Shanghai, PB4,800 in Tientsin, PB3,000 in Canton, and 
PB2,800 in Swatow. Hong Kong dollar notes in Shanghai 
were PB550, in Tientsin, PB580, and in Canton PB500. 
Black market rates for Hong Kong dollars in Canton 
were around PB700. 


Source: Far East Trader, San Francisco, California, 
November 16, 1949. 
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Sterling Area Trade With Japan 


A new arrangement between certain sterling area 
countries (United Kingdom and colonies except Hong 
Kong, Australia, India, New Zealand, and South Africa) 
and SCAP adheres to the established policy which aims 
at balanced trade between the sterling area countries 
and Japan at the highest practicable level. Before June 
30, 1949 there was a trade balance of approximately £10 
million in Japan’s favor; this will be treated as necessary 
working capital. During the period from July 1949 to 
June 1950 it is estimated that Japan will import goods 
worth £55 million from the specified sterling area coun- 
tries (the planned total for 1948-49 was £23 million) 
and will export £45.5 million. Commodities to be pur- 
chased by Japan include cereals, cotton, wool, iron ore, 
rubber, salt, petroleum, and hides and skins; Japan will 
sell textiles, machinery, lumber, metals, electrical prod- 
ucts, chemicals, and some pottery and glassware. 
Source: The Times, London, England, November 23, 

1949, 


United States and Canada 


U.S. Gross National Product 


Gross national product, at a seasonally-adjusted annual 
rate, amounted to $256 billion in the third quarter of 
1949, according to a recent estimate by the U.S. Depart- 
ment of Commerce. This was a decline of $3.2 billion 
from the second quarter, and similar to the decline be- 
tween the first and second quarters. 

Of the components of gross national product, net for- 
eign investment dropped most, shifting from a $1.2 bil- 
lion positive balance in the second quarter of 1949 to an 
$800 million negative balance in the third quarter. 
Personal consumption expenditures and government pur- 
chases each declined by $400 million; the decrease in 
the latter resulted mainly from a decline in foreign aid 
expenditures. In the gross private domestic investment 
component, new construction rose sharply, but business 
inventories fell by a larger amount, which resulted in a 
net decline of $400 million for the quarter. 

Source: U.S. Department of Commerce, Survey of Cur- 


rent Business, Washington, D. C., November 
1949. 


Servicing of U.S. Loans 

Credits and loans made by the United States between 
February 1934, when the Export-Import Bank was 
created, and June 30, 1949 totaled $11.3 billion. Of 
this total, $9.8 billion has not yet been repaid, repayment 
being amortized over a period of 50 years ending in the 
year 2000. Of a total of $13.4 billion of projected col- 
lections of principal and interest, the United Kingdom 
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accounts for 56 per cent, France for 21 per cent, and 
other ERP countries for 13 per cent. 

Annual payments of principal and interest should rise 
from $304 million in 1950 to a peak of $518 million in 
1952, and then decline until 1983, after which the annual 
projection will remain constant at $139 million until 
maturity of the last obligation in the year 2000. 
Source: U.S. Department of Commerce, Survey of Cur- 

rent Business, Washington, D.C., November 
1949, 


Canada’s Petroleum Industry 


Western Canada’s known oil reserves are now esti- 
mated at one billion barrels, while the minimum undis- 
covered reserves are believed to be several times this 
amount. Capital of $1 billion will be needed to develop 
these reserves and to satisfy Canada’s potential require- 
ments of 400,000 barrels a day. Investment during 1949 
is expected to exceed $100 million, $60 million of which 
will be supplied by U.S. investors, while expenditures in 
1950 may reach $200 million. Production has been in- 
creasing steadily; output in the first 8 months of 1949 
was 80 per cent above that during the comparable period 
of 1948. The resultant saving in imports is expected to 
total $90 million for the year. According to an officer of 
the country’s largest refining company, Canada should 
be able to supply all of her oil needs by 1960. 

Gas also is expected to be a field for immense new 
capital expenditures. Western Canada’s established gas 
reserves now stand at 6,000 billion cubic feet, enough to 
supply Canada’s needs for a century. 


Sources: Dominion Bureau of Statistics, Production of 
Canada’s Leading Minerals, Ottawa, Canada, 
August 1949; The Globe and Mail, November 
24, 1949, and The Financial Post, November 
26, 1949, Toronto, Canada. 


Canadian Shipping 


Canada’s Maritime Commission has recommended 
that the Canadian ocean going merchant fleet be reduced 
from 1,200,000 deadweight tons to 750,000 tons. The 
recommended tonnage would allow for 15 tankers and 
60 merchant ships. In making its recommendation, the 
Commission took note of the world currency restrictions 
and declining markets, and concluded that a Canadian 
flag fleet could compete with foreign fleets only if it were 
subsidized by approximately $26 million a year. The 
Government at present is considering plans for helping 
both shipbuilding and merchant fleet operators. Con- 
struction costs are 25 per cent higher in Canada than 
in England, while operating costs are the second highest 
in the world. 


Source: The Globe and Mail, Toronto, Canada, No- 
vember 25, 1949. 
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d rise | U.S.A.-Latin American Treaties 
ion in A Treaty of Friendship, Commerce, and Economic De- 
innual velopment between Uruguay and the United States was 
until signed late in November. It is described as a model of 
what the U.S. State Department would like to include in 
f Cur- agreements with Latin American countries. Costa Rica, 
ember Cuba, Colombia, Brazil, Peru, and Chile are reported 
to have received drafts of similar treaties. While the 
treaties are like the old Treaties of Friendship, Commerce, 
and Navigation concluded by the United States, emphasis 
is now being placed on the treatment of foreign capital. 
w esti- According to reports, the Uruguayan Treaty provides 
undis- § for free transfer between the two parties in their own 
es this § currencies of capital funds and sums for interest, divi- 
develop dends, etc., at a just and reasonable rate of exchange. 
equire- jf, however, exchange stringency should develop, either 
g 1949 party retains the right to apply exchange restrictions. 
f which F The Treaty also provides for national treatment and 
tures in prompt and adequate compensation in the event of ex- 
een in- propriation of property belonging to either party in the 
of 1949 territory of the other. Each country allows to companies 
> period F of the other country operating within its territory the 
ected to right to employ executive and technical personnel of any 
fficer of nationality. 
. should § Sources: El Pais, Montevideo, Uruguay, November 21, 
1949; The Journal of Commerce, New York, 
nse new N.Y., November 28, 1949. 
hed gas 
1ough to — Mexico’s Foreign Debt 
On November 18 the Mexican Government paid to the 
iction of § U.S. Government US$2.5 million as the eighth installment 
Canada, § °” an original debt of $40 million. The debt originated 
lovember & in the expropriation by the Mexican Government of land 
lovember § Owned by U.S. citizens in Mexico. The debt is now $14 
million and the last installment will be paid November 
15, 1955. 
Source: El Nacional, Mexico City, D.F., November 18, 
1949, 
mmended 
» reduced Export-Import Bank Loan to Venezuela 
ms. The The Export-Import Bank of Washington has announced 
ikers and 2 $5,158,000 loan to Electricidad de Caracas, a Vene- 
ation, the § zuelan corporation, for the purpose of modernizing and 
estrictions § expanding the Venezuelan power system. The credit will 
Canadian § be amortized over a five-year period, bearing interest 
if it were at 4 per cent. In addition to the Export-Import Bank 
year. The loan, the International General Electric Company of the 
or helping § United States is providing a credit of $5,210,000, and 
ors. Con the total of over $10 million will be used for purchases 
nada than § of equipment from this company. Electricidad de Caracas 
nd highes § will spend the equivalent of $3,750,000 in local currency 
on installation. 
nada, No § S°urce: The Export-Import Bank of Washington, Press 








Release, Washington, D.C., November 28, 1949. 








Ecuador Trade and Payments Agreements 


Ecuador signed trade and payments agreements with 
France and Western Germany on October 25. The agree- 
ment with France will remain in force for one year and 
may be renewed automatically. The commercial pro- 
visions call for an exchange of specified products and 
for mutual most-favored-nation treatment, covering im- 
ports, exports, taxes, granting of import licenses, etc. 
The French Government is committed to grant import 
licenses for Ecuadorian merchandise worth at least 
$500,000 in the six-month period immediately following 
the date of the agreement. Provision is made for pay- 
ments in U.S. dollars and for a clearing mechanism 
through a special single account between the central 
banks of France and Ecuador. 

The agreement with Western Germany provides for an 
exchange of goods amounting to $5.5 million in each 
direction for one year. Ecuador will supply rice, cacao 
beans, oilseeds and oleaginous fruits, wood, bananas, 
panama hats, etc., and will receive in exchange machinery, 
iron and steel manufactures, transportation equipment, 
electrical equipment, fine mechanical and optical in- 
struments, chemicals and pharmaceutical articles, plastics, 
and musical instruments. 

Payments are to be settled in dollars through a clear- 
ing mechanism to be set up with the Central Bank of 
Ecuador. 

Sources: U.S. Department of Commerce, Office of Inter- 
national Trade, Foreign Tariff and Trade Con- 
trols, November 21, 1949, and Foreign Com- 
merce Weekly, November 28, 1949, Washington, 
D.C. 


Brazil Draws $22.5 Million From the Fund 


On November 16 the International Monetary Fund 
approved the purchase of $22.5 million by Brazil. In 
April, Brazil had drawn $15 million from the Fund, so 
that her total drawings now amount to $37.5 million, 
equivalent to 25 per cent of her quota in the Fund and 
to her gold subscription. 

Source: The Washington Post, Washington, D.C., No- 
vember 28, 1949. 


New Petroleum Law in Peru 


Peru will shortly promulgate a new petroleum law 
which is expected to attract additional foreign capital. 
Concessions will be granted in all regions of the country. 
The Government will retain the following percentages 
of production: 1244 per cent in the coastal region, 6 per 
cent in the mountainous region, and 3 per cent in the 
forest region. No taxes will be imposed on petroleum 
exports, and the companies will be permitted to retain 
their foreign exchange proceeds. When development 
begins, companies will be required to restore half of 
the area in which prospecting has taken place. Conces- 
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sions for prospecting will be limited to 4 years in the 
coastal region, 5 years in the mountains, and 6 years in 
the forest region, with an option to extend these periods 
for 2, 4, and 5 years respectively. 

Source: La Prensa, New York, N.Y., November 16, 1949. 


Other Countries 


Groundnuts Scheme 


The U.K. Minister of Food has stated that the Over- 
seas Food Corporation hoped to have 600,000 acres 
of groundnuts under crop in East Africa by 1954, and 
that investment by then would total £45-50 million. It 
would be impossible to get a rate of commercially attrac- 
tive return on that amount of capital. 

Source: The Financial Times, London, England, No- 
vember 22, 1949. 


South African Loan 


A £10 million 34% per cent, 1965-67 loan was floated 
at 99 per cent in London by the Government of the 
Union of South Africa. The public took only 16 per cent; 
the remainder was taken by underwriters. 


Source: The Financial Times, London, England, No- 
vember 25, 1949. 


Southern Rhodesian Economic Policy 


The Government of Southern Rhodesia has decided, 
following devaluation of the Southern Rhodesian pound, 
to remove most controls. Controls on building will re- 
main in force only in Salisbury and Bulawayo. Price 
controls on all except a few essential commodities will 
be removed. All maize subsidies and bonuses will be 
canceled. The Minister of Finance stated at the same 
time that the devaluation had not been of the Govern- 
ment’s choosing and that it was necessary to establish a 
central bank for Southern Rhodesia in order to be able 
to make independent decisions in the future. Steps in 
that direction are to be taken within the next two or 
three years. 

Source: Cape Times, Cape Town, Union of South Africa, 
October 21, 1949. 


Northern Rhodesian Copper 


The U.K. Ministry of Supply has indicated, according 
to the Chairman of the Roan Antelope Copper Mines, that 
the new contracts between the Northern Rhodesian copper 
companies and the Ministry will continue to be based 
on the U.S. price. 

Source: The Financial Times, London, England, No- 
vember 21, 1949. 


Tanganyika’s Budget 
The 1950 budget of Tanganyika estimates revenue at 
£7.6 million, which is £1.3 million more than the 1949 
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estimate but a little below actual receipts this year. A 

10 per cent sisal tax will be introduced, to be operative 

when the price of sisal rises above £75 a ton. Dollar 

imports are reported to be running at an annual rate of 

£1 million and dollar exports at £3 million. 

Source: The Financial Times, London, England, No- 
vember 25, 1949. 


Nigerian Loan 


The Nigerian Legislative Council has approved a 
Cocoa Marketing Board loan to the Nigerian Government 
of £2.7 million. The loan, at 2% per cent interest, is 
to be repaid in London in 80 equal half-yearly install- 
ments, beginning July 1, 1950. 

Source: The Financial Times, London, England, No- 
vember 24, 1949. 


Sarawak’s Trade 
Sarawak had a favorable trade balance for 1948 which 
was equivalent to US$34 million, 135 per cent above the 
1947 balance. Exports, at US$80 million, rose 65 per 
cent above 1947, while imports, at US$46 million, were 
up 37 per cent. Crude and refined oil accounted for 65 
per cent of the exports and about half of the imports. 
Rice, cigarettes and tobacco, and cotton piece goods 
were other important import commodities; rubber and 
sago flour were important exports. All crude oil for 
refining and re-export was received from Brunei, while 
ordinary import requirements were supplied mainly by 
Singapore. Singapore supplied 69 per cent of Sarawak’s 
non-oil imports and bought 76 per cent of her exports, 
excluding crude and refined oils. 
Source: Department of Trade and Commerce, Foreign 
Trade, Ottawa, Canada, November 12, 1949. 


IMF Appointments 

Mr. Jean de Largentaye, Executive Director for France 
of the International Monetary Fund, has appointed as 
his alternate Mr. Guy de Lavergne, Assistant Director in 
the Ministry of Finance. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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